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entry of the commodity into such
country as required. In such case, the
financing agreement may be termi-
nated by the Assistant Sales Manager,
and if full payment under the bank ob-
ligation or account receivable has not
yvet been received, the bank obligation
and the account receivable shall at the
option of CCC, become due and payable
and liquidated damages shall be pay-
able in accordance with §1488.11. The
remedy herein provided shall not be ex-
clusive of other rights available to the
Federal government if the commodity
enters a country other than that speci-
fied in the financing agreement.

DELIVERY REQUIREMENTS

§1488.11 Liquidated damages.

Failure of the exporter to export or
cause to be exported, within the period
provided therefor, any agricultural
commodity financed, when delivery is
made before export under the terms of
the financing agreement, or failure of
the exporter to enter or cause the
entry of, such commodity into the
country of destination, shall constitute
a breach of the financing agreement
which will result in serious and sub-
stantial damage to CCC and to its pro-
gram. Since it will be difficult, if not
impossible, to prove the exact amount
of such damage, the exporter shall pay
to CCC promptly on demand, as reason-
able compensation and not as a pen-
alty, liquidated damages in lieu of
probable actual damages, as follows:

(a) For each day of delay in expor-
tation after the final date for expor-
tation, when delivery is made before
export under the terms of the financing
agreement, .15 percent of the amount
financed under the financing agree-
ment for the commodity not exported;
(b) for failure to export or cause expor-
tation, when delivery is made before
export under the terms of the financing
agreement, 5 percent of the amount fi-
nanced under the financing agreement
for the commodity not exported; (c) for
failure, after exportation, to enter or
cause the entry of the commodity into
the country of destination, at the rate
of 5 percent a year of the amount fi-
nanced under the financing agreement
for such commodity from the start of
the financing period until payment to
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CCC of the amount financed; Provided
however, That the aggregate of all
amounts assessed under this §1488.11
with respect to the same commodity
shall not exceed 5 percent of the
amount financed for such commodity.
Liquidated damages shall not be as-
sessed: Under paragraph (a) of this sec-
tion if the Assistant Sales manager de-
termines that the delay was due to
such causes as acts of God or govern-
ment or public enemy, fires, floods,
epidemics, quarantine restrictions,
strikes, freight embargoes, or unusu-
ally severe weather; under paragraph
(b) of this section if the Assistant Sales
Manager determines that failure to ex-
port was due to loss, damage, destruc-
tion or deterioration of the commodity
or act of God or government or public
enemy; and under paragraph (c) of this
section if the Assistant Sales Manager
determines that failure to enter or
cause the entry of the commodity into
the country of destination was due to
loss, damage, destruction or deteriora-
tion of the commodity or act of God or
government or public enemy.

BANK OBLIGATIONS AND REPAYMENT

§1488.12 Coverage of bank obligations.

(a) U.S. banks and branch banks shall
be liable without regard to risk (1) for
payment of bank obligations issued by
them or (2) for payment of bank obliga-
tions confirmed by them without re-
gard to risk if a requirement for such
confirmation is included in the financ-
ing agreement or (3) as provided in
paragraphs (c¢) and (d) of this section.

(b) An obligation issued by a foreign
bank must be confirmed and advised,
as provided in paragraphs (a), (c), (d),
(e), and (f) of this section, by a U.S.
bank or a branch bank, or may be con-
firmed by an agency bank when deter-
mined by the President or Vice Presi-
dent, CCC after consultation with the
Controller, CCC, to be in the interest of
CCcC.

(c) A U.S. bank must confirm the full
amount of an obligation issued by its
foreign branch. CCC will hold the U.S.
bank liable for payment without regard
to risks.

(d) If a branch bank confirms an obli-
gation issued by its home office, or by
another branch of its home office, it
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must confirm the full amount thereof.
CCC will hold the branch bank liable
for payment without regard to risks.

(e) If CCC accepts an agency bank
confirmation of a foreign bank obliga-
tion, it must be for the full amount
thereof without regard to risks and
will be subject to such terms and con-
ditions as may be contained in the fi-
nancing agreement. CCC will not ac-
cept an agency bank confirmation of
an obligation issued by its home office,
or by a branch of its home office.

(f) Except as provided in paragraphs
(a), (¢), and (d) of this section, if a U.S.
bank or a branch bank confirms an ob-
ligation issued by a foreign bank, it
must confirm at least 10 percent pro
rata and must advise the remainder of
the foreign bank obligation. The per-
centage of confirmation shall be the
same for both the account receivable
and the interest portions of the obliga-
tion. For the confirmed amount, except
as provided in paragraph (a)(2) of this
section, CCC will hold the U.S. bank or
branch bank liable for commercial
risks but not for non-commercial risks.
For the advised amount, CCC will not
hold the U.S. bank or branch bank lia-
ble for commercial or non-commercial
risks. CCC will hold the foreign bank
liable without regard to risks for all
amounts not recovered from the U.S.
or branch bank.

(g) Under special circumstances, on
application in writing, the Vice Presi-
dent, CCC, may reduce or waive re-
quirements for 10 percent confirmation
by a U.S. or branch bank, but a bank
will not be relieved of any obligation it
undertakes.

(h) Any bank obligation which pro-
vides for a bank acceptance of a time
draft by CCC (banker’s acceptance)
shall not be acceptable to CCC.

(i) CCC will consent to cancellation
or reduction of a bank obligation to
the extent of any payment it receives
from other sources or amounts other-
wise payable under such bank obliga-
tion.

(j) Collection of accounts receivable
purchased under GSM-5 will be effected
through the issuance by CCC of sight
drafts against the bank obligations,
but this method of collection shall not

§1488.14

be exclusive of any other collection
procedures or rights available to CCC.

[42 FR 10999, Feb. 25, 1977, as amended at 42
FR 27569, May 31, 1977; 42 FR 30833, June 17,
1977; 43 FR 45551, Oct. 3, 1978; 44 FR 51187,
Aug. 31, 1979]

§1488.13 CCC drafts.

CCC will draw one draft for each pay-
ment due under bank obligations. If
any portion of a CCC draft is dishon-
ored, the U.S. bank or branch bank
shall return the dishonored draft to-
gether with its statement of the reason
for nonpayment. If a draft which is
drawn under a partially confirmed
bank obligation is dishonored, CCC will
replace the draft with separate drafts
for the confirmed and unconfirmed por-
tions at the request of the confirming
bank. Such replacement shall not alter
the confirming bank’s obligation for
timely payment to CCC of the con-
firmed portion of the credit. For con-
firmed amounts, except as provided in
§1488.12(a), (c) and (d), a U.S. or branch
bank may request refund from CCC of
the amount paid if it certifies to CCC
that it is unable to recover funds from
the foreign bank due to a stipulated
non-commercial risk which existed on
the date payment was made to CCC
under the draft. If CCC finds that in-
ability to recover funds was due to
such a non-commercial risk, the refund
shall be promptly made together with
interest at the Federal Reserve Bank of
New York discount rate from and in-
cluding the date payment was origi-
nally made to CCC but not include the
date of refund by CCC. For
unconfirmed amounts, remittance to
CCC shall be considered final, and the
U.S. bank or branch bank shall not
thereafter have recourse to CCC.

[42 FR 10999, Feb. 25, 1977, as amended at 42
FR 27569, May 21, 1977; 42 FR 30833, June 17,
1977]

§1488.14 Interest charges.

The account receivable assigned to
CCC and the related bank obligation(s)
shall bear interest as specified in this
section. Rates of interest applicable to
financing agreements shall be pub-
lished in USDA announcement. The in-
terest rate applicable to that portion of
an account receivable for which pay-
ment is assured by a bank obligation
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